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1. INCREASINGLY CONCERNED ABOUT TURKEY'S FALLING FOREIGN EXCHANGE 
RESERVES, THE GOT HAS FURTHER LIBERALIZED REGULATIONS PERMITTING 
TURKISH BANKS TO HOLD AND DEAL IN FOREIGN EXCHANGE. REGULATIONS 
ANNOUNCED MAY 8 HAVE EXPANDED THE CATEGORIES OF FOREIGNERS AND 
TURKISH CITIZENS OR CORPORATE PERSONS WHO MAY OPEN CONVERTIBLE 
ACCOUNTS IN DESIGNATED TURKISH BANKS. THE BANKS ARE 
HEREAFTER AUTHORIZED TO PAY INTEREST ON THESE ACCOUNTS AT UP 

TO 1.75 PERCENT MORE THAN THE CURRENT INTEREST RATES PAID BY 
EUROPEAN BANKS FOR SIMILAR ACCOUNTS. THESE NEW REGULATIONS 
IN EFFECT RESTORE THE SYSTEM OF "CONVERTIBLE LIRA ACCOUNTS" 

WHICH WAS TERMINATED IN EARLY 1973 WHEN TURKEY HAD BUILT 
UP SUBSTANTIAL FOREIGN EXCHANGE RESERVES. 

2. IN A RELATED MOVE APPARENTLY DESIGNED TO HELP ALLEVIATE 
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AUTHORIZED BANKS ARE PERMITTED TO LEND UP TO 100 PERCENT OF 
THEIR SPECIAL FOREIGN EXCHANGE ACCOUNTS IN EITHER FOREIGN 
EXCHANGE OR TURKISH LIRA FOR INVESTMENTS IN THE TURKISH PUBLIC 
AND/OR PRIVATE SECTOR. (PREVIOUSLY. THE BANKS WERE AUTHORIZED 
TO MAKE LOANS UP TO ONLY 75 PERCENT OF THEIR FOREIGN CURRENCY 
ACCOUNTS). 

3. COMMENT: THE LIBERALIZATION MOVES OUTLINED ABOVE CONTINUE 
A SERIES OF MEASURES INITIATED IN SEPTEMBER 1974 AUTHORIZING 
CERTAIN TURKISH BANKS TO HOLD AND DEAL IN FOREIGN EXCHANGE. 

THE TURKISH COMMERCIAL BANKS WERE INITIALLY SLOW TO OPEN 
FOREIGN EXCHANGE ACCOUNTS, LARGELY DUE TO THEIR LACK OF FAMILIARITY 
WITH FOREIGN CURRENCY TRANSACTIONS. HOWEVER. THERE HAS BEEN 
RECENT ACTIVITY OF THIS TYPE ON AN INTER BANK BASIS WITH INTERESTED 
AMERICAN BANKS. TIGHT MONEY AND HIGH INTEREST RATES IN 
TURKEY (14 PERCENT AND UP, IN SOME CASES) SHOULD PROVIDE 
SUFFICIENT INCENTIVES FOR TURKISH BANKS TO EXPAND THEIR USE OF 
SUCH FOREIGN EXCHANGE FACILITIES. THE GOT CLEARLY HOPES THAT 
ITS MEASURES IN THIS REGARD WILL ATTRACT FOREIGN EXCHANGE FROM 
ABROAD INTO THE TURKISH BANKING SECTOR AND RELIEVE PRESSURES 
ON TURKEY'S OFFICIAL FOREIGN EXCHANGE RESERVES. 
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